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The commodities contained in the Chins Special List have been examiwed
vith reference to the following questions:

1. Whst are the commdities on the Chima Specinl List of which

China is the lowest cost produceyr im the Bloe?

2, Woat commodities on the Chine Special List are of high relative

costs of production, even ir the lowest cost producer in the Bloc?

3. Vhat ere the comaodities on the Chine Special List for which &

significent saving in deliversd cost to Chine would be effected
upon the removal of the trade embargo to Chinm?

The results described in the peregrephs that follow ere preliminery
in nature and subject to change with further research, About those commodities
not @pecificelly menticned present intelligence relating to relative costs
is oo slight to form the basis far even a preliminary and tentative
diacussion.

Questions (1) and (2) sbove are discussed together in part I of whel
follows. A consideretion of relative costs of production, as they bear on
problems of internstionnl trade, should pertein to total Bloc supply as it
is related to total Bloc requirements. Intelligence which identifies that
comtry which is the lowest cost producer in the Bloc serves only to
infdicate the direction in which the camodity would flow in intra-Bloc trade

if its movements were dictated by economic considerstion elone. For exumple,
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tin 18 produced in the Bloc nost cheaply by China; USSR tin production
is of high relative cost because of poor quality ores and difiicult
extraction problems. Curremtly, however, Chinese deposits can provide
oaly lesas than half of Blec tin requirements; the remeindsr must come
from Lports or from the higher cost Soviet mines. The high cost of the
marginel output implies thet for trade control purposes, the entire Bloc
industry sbould be considered of high relative cost.

Part II below considers the econauic burden in terms of additionsl
transportation forced on the Bloe by a Special Chine List, In this
regard all commodities embargoed to Chine should be considered, rother
than those on the present Chine fpecial List alone. For exaple, of total
Chimese imports of petrolewm produets, the preponderant part is represented
by commodities on the COCOM lists, for vwhich tramsportation costs to China
fmmmmw%mmwamswlmtwwr@m
would be fronm Indonesia or the Persisn Gulf. Should such & camodity be
reroved from the COCOM lists, it might be desiredle to keep 1t on a Special

Ching List.
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I. Belative Costs of Production

Antimony Mot only is China the lowest cost producer of antimony in
t&m,mtthﬂmcmoftmmstmtpmmofthumm
the world, Chinese output of antimony supplies China's needs and also a
goodl part of the needs of the USER. The USSR also produces entimay,
altbhough at high relative coets.

Wx Within the Bloc mercury metel is produced at
lowest cost in China. Chincse costs are mot believed to be higher then
wmmwm,mwn,w,nmmmwmmmu
in the West, Bloc requirememts for the metal conbot presently be satisiled
from Chinese output slonme; the USSR 18 the marginal producer in the Bloc,
and produces the retal at high relative costs. Mercury campounds ere
believed to be of high relative cost in the Bloc solely becsuse of the high
cost of their chief cooponent, mercury.

Tin: China 15 the low cost proGucer of tin in the Bloc, and produces
its output st average relative coets, China provides sbout ome-half of the
tin used in the Bloc, with the Lulk of the rempinder provided from USSR
production. Since this marginal output in the Bloc is of very high reletive
costs, all of Bloc production muwst be considered of high relative costs,

Chemdcals: The chamicals an the China Specisl List ore primorily
gpecialized chemicals for the production of vhich the entire Bloc has hed
relatively little or no capacitics. Because they ave produced in smell

quantities, if st all, they are of high relative costs in the Bloc.
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II. Belstive Transportation Costs

Lead and Zinc:” Chine's supplies of lesd and sinc ere shipped meinly
from Foland, altbough to sume extent East Goermeny ships these metals to
China. If they were not epmbargoed to China, cnd if China had the means
of payment, they could be cbteined at & significant saving in delivered
cost from Japan or Australie, esch of which is capeble of exporting the
metals. It is estimated that transportation charges to China from Japan
would be no wore then ons-guarter of the charges for carxying the product
fran Western Burope to China by water with transshipment at Cdynis, For
lead and sinc the latter cherge is sbout ten percent of the price of the
product in Western Europe.

OCopper:” The Free World embargo of copper to Chine obliges China to
import copper from more dlstant sources and by more circtdtous routes,
thereby increamsing the expenditures of the Bloc for trsnsportation by an
estimated $250,000, The cost of allersil transportation from the USSR is
estimated et six percent of the f.odbe price in Westemn Ewrope, as campared
with two percent for veter transport from Antwerp direct to Chins and three
percent by water with transshipment at Gdynia.

Alwsimmn Ingots:™ If China were willing and sble to import alumimu ®
ingots freely Irom Western Europe, the Bloc would experience s saving of

transport costs of an estimeted $105,000., Transport costs via an allersil

* Bee Appepdix A for the derivation of transport charges,
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route from the USSR amount to sbout 20 percent of the .0.b. price of
alumimm in Western Burope; the costs vie a direct water route from Antwerp
to China would only amount to five percent of the Western European price,
vhereas & water route with transshipment at Gdynis would amount to seven
percent of the f.o.be price, If, however, China were to satisfy all of its
mesfwummm,mmmabmmawn,
the transport saving would amount t©o about $220,000.

Petroleum Products: HNearly three-fifths of China's supplies of refined

petroleun and ebout one-quarter of her supplies of crude oil are imported
from the USSR and the Ewropean Satellites, The free-world embarge agninst
the sale of both petroleum products to the Bloc and of the services of
Western tankers in transporting petroleum products for the Bloe has forced
Commmist China to rely on Bloe production for the bulk of its petroleum
requirements, snd also on Bloc transportetion facilities, which were elready
severely streined, It is estimated that these controls (namely, of gales
of POL and tanker charter combined) currently increasse the cost to the Bloc
of transporting China's imports of petroleum by sbout $90 million * & year,
from sbout $14 million, (the estimeted transport cost if Chine could
purchese oil in the Persisn Gulf and move it to the Far Eest by chertered
Western tanker) to $104 million (the present cost of moving the estimeted
1955 volume of petroleum products shipped from the USSR to China by the fer

more expensive overlond routes), Of this extre transportation cost forced

* See Appendix B for the dh'ivatic's of this figure,
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on the Bloc by Westerm controls, only ebout $27 million is the result of
the embargo in the epecial Chins list., Refined petroleum products are
egbargoed to the SBino-Scviet Bloc as a whole; crude oil, however, is
enbargoed only to China, Thus if the entire China special list were
eliminated, the saving to China on the tramsport of crude oil would smount
to slightly more than $85 million, If, however, the embargo of all POL
products to the Western Bloc were removed, but if an embargo of all POL
products were meintained on & special China list, the extra transport cost -
foreed on the Bloc would be meintained at sbout $00 miilion. In terms of
cwrent prices this is the equivalent of three million additional tons

of kerosene, diesel cil and motor gas delivered in China, as composed with
the 1.5 million tons of refined products which Chine is currently obtaining

each year from both domestic production and imports.
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APPENDIX A

COSTS T0 CHINA AND USSR OF MOVING CERTAIN SELECTED ITEMS
TO CHINESE CONSTRMING CENTERS, BY DIRECT WATERBORNE MOVE-
MENT FROM WESTERN PORTS, TRANGSHIPMENT BY WAY OF CDYNIA,
AND DIRECT AIL-RAIL MOVIMENT FROM USER,

In campering the costs to the Communist Bloe of supplying Chine with
egsential goods by cwrrent mesuns, with costs wier a program which would
eliminate certain Western trade and shipping controls, transportation
charges sxe the principal reason for the difierence. In order Lo eveluate
the differential, a study bns been made of Chinese imports of selected,
typical items, estimated regions of supply end of internsl Chinese consupe
tion, Boviet or Chinese rail heauls involved in actual movements or in movee
ments that might teke plece if certein controls were relaxed, and of rail
or maritinme freight charpges per ton now spparently being paid.

The appended teble, in which conclusicns snd dete have been enbodied,
indicates that for typlcel low or mediuwn velue dry cargo items shipment by
water direct from Western Duropesn ports rether than by transshipment ot
Gdynia cen save China $12 to 310 per ton. Divect shipment can save considers
ebly larger sums on products heving an Anerican or Japtmess.; origin,.

For items recelved by an allerail route from or through the USSH, trance
portation cost savings through direct weterborne wovenent from Western Lurope
to Chine, with subsequent rail baul inside China to the destinstion, can
anount in typlcal cases to $50 to $O5 per ton.

The totel aom.s tc the Cammmmnist Bloc which result from indirect meesns
of transportation can be approxiimted by applying cosbs per bon shown here

ageinst total estineted dry cexgo imports vie Gdynie and vis alleraill routes,
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APPETILE B

OF CONFROLL QN POL PRODUCTS

A sty of the effects of removal of controls on ashipmamts of L
woducts o countries of the Cumamist Bloc, with special reference o
Ching, shows thet such action would yield e nel saving of $90,000,000
to the Commamist World. This cstimmte is besed on en eetimmie of 1050
POL fmports Ly Chins, (1,000,000 metric tons), snd the estimeted oconauic
coptia to USER and Chine for $is transportetion. OF the total Bloce saving
of 590 million, China would ssve (545,000,000 wnd the USSR sbout 34,000,000
alsce It 48 probable that Durther modorete savings would revert io the
Russians on the besls of wellebead and refining costs whleh the Chinese
puyment less the irelght does not aow cover,

If the same sol ol fectors were spplied Lo the shipment of aboul
200,000 metric tone of POL {roum the USSR overland Lo North kKoves, wn addle
tlonal seving of between 5,000,000 and $12,000,000 would be probable, wll
reverting to the USSR which st the present tiome is subsidizing e Lrense
port of POL to Horth Horee.

This cadcwlstion 1s based on e rough estimate of actusl 1955 trailic,
by cypes, quantity, meens of transport, plece of orlgin and destinction.
It dous not glve considereiion on the aue bend to the reduction in length

of had which in the iubture can be effected in overlund POL rovement auce
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the Mongolian railroad has been put into use, nor on the other hand to
Soviet dlstances from sources of POL more remote from the Far Fast than
Ufa, although other oil fields are believed to be contributing to the
overland movement and would have grester trangport costs, It presumes
that jet and aviation gasoline would still be enbargoed and would move to
China by rail or by sea in Bloc tenkers, The latter would be available in
greater mmber than at present if noneBloc tankers could replace them in
hauling other Bloc POL products. Also, it presumes thet under such
circumstances, Bloc tanker rates might come down to a level nearer that oi
the West, thus providing an intre-Bloc saving which would benefit the
Chinese the most.

The main saving would, of eourse, come from the elimination of the
present long overland movement which is dlsproportionately costly to both
the USSR and Chine in rallroed coul, menehours and depreciaetion. This move-
ment ties up resowrces needed for the development of the econouy of both
coumtries and frequently causes traffic delsys and extrs expenses. The
repeated utterances of Keganovich, Beshchev and othiers indicate a Soviet
desire to be rid of this burden.

This study is oriented primerily toward Chinese trade and does not take
into accoumt possible sevings bo the USSR, should it become feasible for
PCL now shipped scross Siberis for use in the Soviet Far uest to be moved

in tenkers from the Black See, Such savings, if computed, would probebly sdd
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frow $50,000,000 to $80,000,000 more to the potential savings for the USSR,
limited only by ithe reluctance of the Russilans to charter non-Bloc tonkers
for runs to strategic porte in the Far North and Bast.

Tanker construction or acquisition by the Bloc can, of course, in time

reduce the losses showm, but at present the POL and tenker employment
restrictions are costing Chine and the USSR approximetely the amounts

indicated snnuslly.

OF CONTROLS ON ALL POL PRODUCTS FOR CHINA SXCHEPT AVGAS AND JBT FUEL
(1955 basis)

Estimated Tannape Savings to China  Savings to USSR

Crude 300,000 M.T. $12,000,000 15,000,000
Products 665,000 M,T. 32,000,000 22,000,000
Avgas and Jet fuel # 135,000 M,T, 1,000,000 §,000,000

1,100,000 M.T. &l , 000,000 35,000,000
*

In the case of avges and Jet fuel it wes assumed thet Chinge would pay the
oceen freight, even if delivered in DBloc tankers.

NOTE: The above calculations do not include correspon@ing potential sevings to
the USSR of from $3,000, to $12,000,000 on suipments of POL to
Forth Korea, and of $60,000,000 to $80,000,000 on shipments of BCL scrous
Siberia to soviet Far Lostern and Northern regionc.

Approved For Release : CIA-RDP64-00014A000100240010-5




Approved For Release :
CIA-RDP64-00014A000100240010-5

Cost per M Tons

Estimated Mode Of Product

Coean Freight Ocean Freight

Transportstion !

Pre
Ogeen Froight Inland

of Shipment Commoddty Pree World Market Antwerp/China  Antwerp/Gdynis Gdynie/Chine on el
DRlstan
Seoper Wire Barg $1,050 &/
Hater to China ( Costs if sent Antwerp/Chine direct $22,99 W v - - .38k
Proper (75%) z Costs 1f sent Antwerp/Gdynia/Chine - $10.9m $24,88 38
Rail to Man~ { Costs allerail from USSR source - - - 1,265
churia (25%) & Costs if ellersil shifted to water/rail 22,99 -
Sovper Wire 1,275 -
Water to China f Costs if sent Antwerp/China direct 19.78 W ,,,3/ - - 38
Proper (75%) Costs if sent Antwerp/Gdynis/China - 14,00 21,67 38
Rail to Mane { Costs if nllereil from [9SR - -~ - 1,265
churia (25%) & { Costs 1f allerail shiftlq te water/rail 19.78 - - -
Lead Ingotg 308
Water to China Scom 1f ment Antwerp/Chine direet ' 17.01 - - -
(95-100%) Costs 1f sent Antwerp/Gdynis/China - 10.% 18,90 -—
Zdpo Sheats 335
Water to China (Gosta if sent Antwerp/China direct 18,28 - - -
(95-100%) Coats if sent Antwerp/Gdynia/Chins - 14,00 20,16 -
Alunioum Ingots 475
Water to China Costs if sent Antwerp/China direct 22,99 - - -
(80%) Costs if sent Antwerp/Cdynie/China - 309 24,88 -
Rail to Mane ? Costs if allersil from USSR ] - - 1,683
churia (20%) Costs if all-rail shifted to water/radl 22,99 - - -—
Agetle soid, 98% in drums 255
Rater to China Costs if sent Antwerp/Chine dircct 28,35 - - 80
(@ 95 plus &) Costs 4f sent Antwerp/Gdynis/China bt 14,00 30.24 80
Costs if gent Japan%h.{na (sst, $255) 11,20 5/ - - -
Sarboy Black 250
Water to China Costs if sent Antwerp/China direct 18.27 - - @
@ 95 plus %) Costs if sent Antwerp/Gdynis/China - 14,00 20,16 13
Comts if sent Houston/Chima direct {est 8175) 23,50 §/ - - a

1. London prices September 1955 on all items,

2, A1l interior Chinese rail tweffic costs eomputed at 1.3 cents ‘per ton=kilometer,

3+ W: rate per metric ton,

5e Kob&/&hangbai
6, Houston=Shenghai direct,
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Borne by Chine
Transportation Costs Total ‘ Saving if Western Est. Approx,
to Others (USSR) Transport Cost  Ships used in Volume of
Probable Future USSR and China Direot Haul Imports
China Inland Reil Inlemd? Rail Heul Pro= (1954)
China Freight on Shipments dusing Center to Otpor
“Freight Diverted to Water/Rail  Freight Cost per on Items Sent AlleRail
nmonts Ton to Chins {Tons)
Sont Distenge Lopt Ristance Jats Sest
2,500
20,49 &/ - - $23.48 - - 23, -
049 -— - .28 - - ’36.:88 5 $12,80
16.45 - - | 16,45 52 80,015  $67.97 a2 -
- a7 $s.02 n.a b3 s - .a ; 53,40
: 7,500
0.49 - - 20,27 -— - 20,27 -
ooég - ——- %-16 - - %116 } 15089
16o 45 —— - 160 45 53 G.OX 5 670 . -
pd ar 5.0z 27180 Wi z ok ) e
3’500
- - - 17, - ' - 7.0 -
— - - 29,81 o - 29,81 12,80
2,000
- - - 18,27 - -~ 18,27 ——
- - - 34,16 - - 3416 ; 15.89
8,000
- . -~ 22,99 -— s 22, -
- el - 35.79 - - 35.'?3 ; 12,80
2,88 Rl e .88 4,538 0.018 67, 29, -
- 199 2.9 25,58 * - z 29,58 3 64,27
¥a
1.04 29,39 - - 29,39 )
1.04 44,028 -~ - 4do28 (14.89)
- 11-20 hatnd hand nozo ) 330w
XA
405 19,32 - -
05 3.2 = = 5.5 )us.gz
.05 29,55 - - 29.55% ) Zeoiee "

* (but mey seve §75.00 on cost of goods.)
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